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THE SITUATION 


Current that 


business is expanding, although perhaps no more 


freight carloadings indicate 
rapidly than is usual at this season of the year. 
The car shortage, however, has tended to make 
this improvement somewhat spotty. 

Manufacturing activity in this district at pres- 
ent is better than it has been at any time since 
November last year. At that time the woolen and 
worsted industries were operating at practically 
capacity and this condition is again being ap- 
proached. Cotton manufacturing is not yet on a 
capacity basis in this district, although the vol- 
ume of output is improving asa result of much 
activity in the cloth markets. Taken all in all, 
conditions in the textile industry are distinctly 
encouraging, and in view of the fact that this 
industry is the largest in New England and is 
peculiarly sensitive to changes in general busi- 
ness conditions, it tends to make general outlook 
good for the immediate future in New England. 

Other prominent New England industries 
which are improving are the metal trades. They 
were greatly over-expanded asa result of the war 
demands and are still operating at considerably 
less than capacity. Their rate of manufacturing 
activity at the present time is relatively good, 
however, partly as a result of the large output 
of railway equipment and plans for expansion 
in the automobile industry, and the activity in 
the building trades. There is already a scarcity 
of skilled workmen for the metal trades in several 
New England centers. 

The volume of contracts awarded for new con- 
struction in New England this fall, while con- 
siderably less than the record amounts placed 
in the late spring and early summer, is still large 
enough to indicate that building activity prob- 


ably will not decline as much this winter as usual. 

Money rates have shown an upward tendency 
during the past month, continuing the rise which 
began during the latter part of August. In 
conjunction with it has come a larger volume of 
loans by the New England banks to their custom- 
ers. The improvement has been very slight so 
far, however, and has not had an appreciable 
effect the loans of the Federal Reserve 
Bank of Boston to its member banks. 


upon 


Retail trade throughout the eastern part of 
the country has been very much better this fall 
than it was a year ago. The representative group 
of department stores in New England which 
report to the Federal Reserve Bank of Boston 
state that their sales during September, for ex- 
ample, were 18 per cent. larger than they were in 
September last year. This improvement con- 
tinued into October. Merchants report that a 
better grade of merchandise is being bought now 
than last fall. The public has apparently be- 
come encouraged by the prospect for general 
business improvement and is spending its money 
more freely. The September sales of this group 
of department stores were larger even than in 
September, 1920, when retail prices were consid- 
The 


actual physical volume of sales in yards, pounds, 


erably higher than at the present time. 


and pieces, as well as the dollar value of the mer- 


chandise which is passing from merchants’ 
hands to consumers, is large and will without 
doubt increase between now and Christmas, as 
is usual at this season of the year. The retail 
trade statistics gathered by this bank contain 
a warning note, however, inasmuch as the larger 
group of department stores situated in New 


England cities other than Boston report that 
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THE SITUATION 


their stocks of merchandise are lower now than 
at this time in either of the three previous years. 
Women’s apparel shops in Boston report the 
Merchants have been buying 
from hand to mouth for some time, and appar- 
ently the increase in business this fall, together 
with delays in shipments caused by the car 
shortage, has reduced their stocks to a lower 
point than they had anticipated. This is a 
somewhat similar situation to that which existed 
in the latter part of I9I9. 


same condition. 


In fact, the whole 
transportation situation recalls vividly the ex- 
perience of late 1919 and early 1920. There is 
already a serious shortage of available freight 
In 


in some 


cars. fact, embargoes are now in force 


districts commodities. 


The chart below shows how the number of box 


on certain 
cars available for use has been dwindling for 
several months, while at the same time there was 
an increasing demand which could not be im- 
mediately filled. The reason for the apparent 
surplus and shortage at the same time is simply 
that on some roads there is an excess number of 
cars and on others a deficit. The shortage in 
New England is not as serious proportionately 
as in the country as a whole, although it is dis- 
tinctly noticeable. 

The transportation situation is fraught with 
possibilities of both good and harm. If mer- 
chants and others learned the lessons of 1920 
thoroughly and have the courage to profit by 
that experience now, this period of inadequate 
transportation may tend to keep manufacturing 
from expanding faster and farther than funda- 


219 1920 


AND so HORTAGE 
— 


UNITED STAT 


(Continued) 


mental conditions warrant, and thus, in turn, 
tend to postpone the period which usually comes 
in an era of prosperity when stocks of merchan- 
dise are larger than are warranted by the actual 
demands. The freight car shortage, in other 
words, may make for a fairly long period of 
moderately good business. the other 
hand, an apparent shortage of goods develops 
because merchants cannot get shipments and 
they forget the lessons of 1920 and begin du- 
plicating their orders in the hope that they 
will get at least the 
they easily 


If, on 


a part of 


then it is 


merchandise 
possible that 
prices will respond to the large increase in the 
number of unfilled orders due to this duplication 
of placing them, and business will appear to be 
much better than it really is. Manufacturers may 
thus be tempted to produce for stock in antici- 
pation of the time when they can ship this 
merchandise to their customers, so that when 
the transportation shortage is overcome, con- 
ditions will be ripe for cancellations, as they 
were in 1920. It is impossible, of course, to fore- 
see at the present time which one of the two 
courses will be followed. There was considerable 
duplication of ordering in September and early 
October, but later in the month it seemed to 
have subsided somewhat. There was a tendency 
for prices of some commodities to sag after being 
marked up rather rapidly in September and 
early October. This was true, for instance, of iron 
and steel. The test of the situation will come a 
little later as business expands as a result of the 
holiday trade. 


wish, 
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MONEY AND BANKING 


Money rates showed an upward tendency 
during October, following a similar trend in 
September. This was reflected by a weakness 
in the bond market and an interest rate of 4144 
per cent.on the half-billion dollar issue of re- 
funding 30-year bonds issued on October 16. 
Certificates of Indebtedness maturing within 90 
days were selling at a level to yield 3% per cent. 
during the latter part of last month. The pre- 
vailing rate on commercial paper is 424 per cent., 
and banks are generally getting 5 per cent. from 
their customers. Call money in Boston, which 
has been nominally available at 41% per cent. 
since the first of May, was increased to 5 percent. 
early in the month. Although these increases in 
money rates are marked enough to be definitely 
noticeable, in view of the large amount of credit 
available at the banks and the large reserve 
funds in the Federal Reserve System, it seems 
probable that any upward trend of interest rates 
in the immediate future will be of a hesitating 
character. But, on the other hand, with a con- 
tinued rise in commodity prices and increasing 
business activity, together with the necessity of 
carrying larger inventories on account of the 
transportation shortage, it does not seem likely 
that rates will decline to any extent. 

The turning point of the trend of loans of the 
reporting member banks of this district is shown 
on the first chart below. The lowest point was 
reached September 6 of this year. The sub- 
sequent rise has carried the volume of loans and 
rediscounts to the highest level since the summer 
of 1921. Most of this gain has taken place in 
loans based on commercial paper. 

Deposits in the member banks are increasing, 
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although not quite as rapidly as loans and dis- 
counts. Nevertheless, the member banks in 
Boston have more deposits than they have loans 
and discounts, a condition which has existed 
since last April. New England member banks 
added heavily to their holdings of investment 
securities during the past year, especially during 
the spring months of 1922. With the exception of 
minor fluctuations from week to week, these 
security holdings have not been increasing for 
several months. This is probably another re- 
flection of the improved demand for credit for 
commercial uses, although it is also undoubtedly 
due in part to the present high prices of bonds 
and stocks with consequent lower interest yield 
from them. 

The amount of Federal Reserve Notes of the 
Federal Reserve Bank of Boston in circulation 
continues to increase at a fairly rapid rate. 
There has recently been a decrease in the re- 
serves held by the Federal Reserve Bank of 
Boston, which, taken in conjunction with the 
increase in money in circulation and practically 
no change in deposits, has caused the reserve 
ratio of the Boston bank to have a downward 
tendency. The amount of loans to member 
banks has been slowly increasing since August, 
although the improvement has hardly gone far 
enough to be noteworthy. 

Money rates prevailing in the open market 
at Boston on October 26 were as follows: 


Commercial Banks to Customers 5% 
Brokers’ Call Money 5% 
go-day Bankers’ Acceptances (unendorsed) 4% 
Commercial Paper (Note Brokers) 434% 
Year Collateral Loans 54% 


BOSTON MONEY MARKET 
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WOOL The increase in activity and 

the accompanying strengthen- 
ing in prices which started in the raw wool 
market of Boston in September, at the time the 
tariff was passed, continued during October. 
Although prices have been increasing for several 
weeks, they are not as high now on the average as 
they were at the top of the upward movement 
which culminated early in July. R. G. Dun & 
Company's average of 98 quotations reached a 
high on July 1 of 74.01 cents a pound, then 
reacted to 71.55 cents about the first of Sep- 
tember and has since increased to 73.13 cents on 
October 21. Foreign wool markets are also show- 
ing a firm tendency. 

Receipts of foreign wool during the past few 
months have been averaging larger than during 
the same period last year, but due to the heavy 
shipments which were received early in 1921 in 
anticipation of the Emergency Tariff, the total 
receipts in Boston between the first. of the year 
and October 19 were eight per cent. larger last 
year than this. Fifty-two per cent. more do- 
mestic wool, on the other hand, has been re- 
ceived in Boston so far this year than during 
the same period a year ago. 

Woolen and worsted mills in this district are 
running at about as near capacity as they ever 
do in a period of intense business activity. The 
chart below shows how conditions have im- 
proved in the worsted section of this industry in 
the past few months. The latest report, which 
covers September, would indicate that the 
woolen section is still more active than the 
worsted, woolen spinning spindles operating at 
88.1 per cent. of their single-shift capacity and 
worsted spindles at 84.0 per cent. during that 
month. 


WOOLEN AND WORSTED SPINNING SPINDLES 


RATE OF ACTIVITY 
UNITED STATES 








Source of data— U.S. Dept. of Commerce. 


COTTON The price of raw cotton late 

in October rose to the highest 
level reached since 1920. Spot middling uplands 
in New York were quoted at 24.35 cents on 
October 25, as compared with a low price during 
the recent business depression of 10.85 cents 
reached in June, 1921. The fundamental reason 
behind this increase in price is two successive 
years of short crops, as is shown on the chart 
below. The yield for 1922 is estimated from 
the September 25 condition report, and indi- 
cates that the crop will be 25 per cent. less than 
would be expected if it were an average one, 
when allowance is made for a continuation of the 
normal growth which took place between 1900 
and 1920. There is a possibility that the final 
yield this year will be larger than estimated, in 
view of the fact that 70 per cent. of the expected 
crop had already been ginned by October 18. 
This is a record proportion of ginnings for that 
period and is much higher than the average 
reached between 1906 and 1921, which was only 
50.3 per cent. The main cause of the short crop 
this year, just as a year ago, is the damage suf- 
fered through adverse weather conditions and 
the ravage of the boll weevil. 

The cotton yarn market has been quiet during 
the summer, but the recent improvement in the 
cloth markets has caused considerable increase 
in activity in yarns. Both inquiries and orders 
are substantially better, and as a consequence 
production is increasing rapidly. 

The more staple lines of cotton manufactures 
are receiving the bulk of the new business, and 
prices have been tending upward. Some New 
E-england mills have recently found it necessary to 
run overtime to catch up with their orders. 


COTTON YIELD 
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Source of data— Statistical Abstract. 
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BOOTS AND The production of boots and 


SHOES shoes in New England was not 
as large during September as in 
August, as is shown on the chart below. The re- 
duction in output was for the most part a sea- 
sonal occurrence. Reporting factories stated 
that their total production of men’s shoes during 
September was four per cent. less than in the 
same month last the output of 


women’s shoes declined seven per cent. There 


year, while 
was a considerable increase, on the other hand, 
in the production of 
shoes. 


misses’ and children’s 

There was also a decline in the shipments of 
shoes from factories between August and Sep- 
tember. This is alsoa seasonal occurrence which 
normally continues through November. 

Manufacturers’ stocks of shoes increased con- 
siderably between midsummer of 1921 and the 
end of the year, but the trend has been down- 
ward practically throughout 1922. The report- 
ing manufacturers indicated that their stocks of 
men’s, women’s and children’s shoes were lower 
at the end of September this year than on the 
corresponding date last year. 

The volume of net new orders taken during 
September by the reporting factories was less 
than one per cent. smaller than in August, al- 
though nearly 15 per cent. less than in Sep- 
tember, 1921. In both 1920 and 1921 the net new 
orders for this group of manufacturers were 
larger in September than in August, and in both 
years the peak for the current season was reached 
in October. Unfilled orders for men’s shoes were 
reported as lower at the end of September this 
year than last, but those for women’s shoes were 
larger. 


BOOT ANDO SHOE INDUSTRY 
AVERAGE RATE OF MANUFACTURING ACTIVITY 
EIGHT NEW ENGLAND MANUFACTURERS 
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Average rate during year ending June 30, 1920 = 100. 





PBUILDING The amount of new construc- 
tion for which contracts are be- 
ing awarded in New England this fall does not 
show as much decline when compared with that 
of this summer as is usual for this season of the 
year. In fact, judging from reports covering the 
first three weeks of the month, contracts awarded 
in October were but slightly below those in 
September. The latter were in turn 7 per cent. 
greater than those of August. Taking the coun- 
try as a whole, the contrary was the case, in- 
asmuch as the total volume of contracts awarded 
during September was less than in August. 

Awards of contracts for new business build- 
ings in this district reached a very large total 
during September, being exceeded in recent years 
only by those of last April. They form nearly 30 
per cent. of all the contracts awarded during the 
month. Residential building formed but 40 per 
cent. of the total as compared with 45 per cent. 
in August. Each month during the third quarter 
of this year the proportion of business buildings 
to the total showed successive increases, while 
the ratio of dwellings declined in each instance. 
This is clearly a reflection of the improvement in 
general business activity. 

Construction costs continue to increase not 
only in this district but in all sections of the 
country, due both to higher building material 
prices and wage increases, especially for common 
labor. 

The current building boom is reflected in the 
number of freight carloadings of forest products; 
the total for the New England railroads during 
September was 37 per cent. larger than in the 
same month last year. The car shortage is now 
tending to delay material shipments. 


NEW BUSINESS BUILDINGS 
VALUE OF CONTRACTS AWARDED 
NEW ANDO 


ENGL 





Source of data— F. W. 
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METAL 
TRADES 


Sales of machinery showed a 
marked increase during the early 
part of October compared with 
the previous month in the New England dis- 
trict. Some manufacturing difficulties are be- 
ing encountered in a scarcity of skilled labor. 
This, together with delays caused by the car 
shortage, has prompted some New England dis- 
tributors of tools to avoid losses through rising 
prices by announcing their sales subject to the 
market at the time of delivery. Actual increases 
in the prices of some tools were as much as 10 to 
15 per cent. during the first three weeks of 
October. A survey of employment in machine 
shops situated in Metropolitan Boston employing 
approximately 5000 workers showed that they 
were operating at 70 per cent. of “normal” dur- 
ing the first week in October. 

COAL The current rate of produc- 
tion in both hard and soft coal 
is governed by the available supply of freight 
cars, of which there is a large and growing short- 
Bituminous coal production is now at a 
rate approximately equal to that of the period 
just prior to the start of the strike in April, as 
is shown on the chart below. 


age. 


The more serious 
coal shortage, at least from the New England 
standpoint, is that of anthracite coal. Produc- 
tion of the latter has recently been averaging just 
under 2,000,000 tons per week, which, while it 
is above normal, is not large enough to make up 
before the winter is over the tonnage which was 
lost because of the strike. The price of soft coal 
declined steadily for several weeks beginning 
with the latter part of July, but held fairly con- 
stant during the latter part of October. 

| 
| BITUMINOUS COAL PRODUCTION 


AVERAGE PER WORKING DAY 














Source of data— U. S. Geological Survey. 


PRICES 


THE COST 
OF LIVING 


The cost of living in Massa- 

chusetts during September was 
at practically the same level as in 
August, although the tendency was slightly up- 
ward. It seems probable that the downward 
trend of the cost of living has been definitely 
broken, especially when it is considered that the 
prices of farm products are proportionately lower 
now than the prices of the majority of other com- 
modities, and food is the largest item in the aver- 
age family budget. Food prices, incidentally, 
according to the index of the Massachusetts 
Commission on the Necessaries of Life, were but 
36 per cent. higher in September than they were 
before the war, showing the smallest increase of 
any of the groups of commodities which enter into 
the index. Both fuel and clothing prices showed 
an increase in September. 
COMMODITY There was little change in the 
average level of prices of basic 
materials during the first three 
weeks of October, although they were on a 
slightly higher plane than they averaged in Sep- 
tember. Price movements lately have been quite 
irregular, so that there is no decisive trend at the 
moment. The price of crude rubber increased 
more than 50 per cent. during October, but this 
was partially offset by a decline in iron and steel 
prices. The latter were advanced rather rapidly 
earlier in the fall, partly as a result of a duplica- 
tion of orders as the seriousness of the car short- 
age first became apparent, but the demand les- 
sened considerably as prices increased. Building 
material prices continue firm under the stimulus 
of a high degree of building activity and a delay 
of shipments of materials caused by the car 
shortage. 
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CROPS The U. S. Bureau of Markets 
forecasts that the Massachusetts 
cranberry crop will amount to 290,000 barrels, 
compared with 189,000 barrels last year. Not 
only is the Massachusetts crop larger this year, 
but it forms a greater proportion of the total 
cranberry crop of the country. In most localities 
the crop has suffered less damage than usual. 
The New England potato crop is small, amount- 
ing to only 60 per cent. of that of last year. The 
potato crop of the country as a whole is very 
large, and as a consequence prices are low. The 
commercial apple crop in this district is about 
equal to that of the last two years, although it is 
very small in Maine. The quality of the apples 
is poor, so that the amount suitable for barrel- 
ling was estimated on October I to be sufficient 
for only 1,184,000 barrels. 

CARLOADINGS October usually marks the 
high point in the number of car- 
loadings, not only of the New England railroads 
but those of the entire country. While New Eng- 
land carloadings have been higher this fall than 
they were a year ago, as is shown on the chart 
below, they are not reaching the record totals of 
1920. In that year the largest number of car- 
loadings in any one week occurred in the latter 
part of July, although the real seasonal decline 
did not occur until late in October. Even with 
the car shortage, it is probable that the trend of 
carloadings will follow its usual seasonal course 
during November and December by declining 
until the first of the year. This should tend to 
make the car shortage less severe, although in 
view of the current rate of production in the 
manufacturing industries, it is doubtful if the 
shortage will entirely disappear. 
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Source of data— American Railway Association. 


LABOR There is a scarcity of both 
skilled workmen and able-bodied 
laborers in several sections of New England. The 
Boston Public Employment Office reports that 
both the number of applicants for jobs and the 
number of positions filled were greater during the 
first half of October than during the first two 
weeks of September. There is a good call for 
machine tool operators and first-class machinists, 
which cannot be entirely filled, and the hiring 
rate for able-bodied laborers in Boston is some- 
times at a premium of 10 to 20 per cent. In the 
metal trades district around Springfield, Massa- 
chusetts, the available supply of skilled me- 
chanics has been exhausted, and employers are 
now accepting apprentices, especially those with 
technical school training. The textile industry 
is calling for a number of employees. 

FAILURES The average weekly number of 
failures in New England during 
the first three weeks in October was larger than 
during September. While the increase was to a 
considerable extent seasonal, it was larger than 
usual. As is shown on the chart below, the num- 
ber of failures in New England should continue 
to increase until the end of the year because of 
the seasonal influence. The average size of the 
firms which have recently failed in this district 
is less than half as large as it was early in the 
year, when y numerous. 
There has not been as much of a decline in the 
number of failures throughout the country of 
manufacturers since the first of the year as there 
has been in failures of traders. In fact, there 
were fewer failures among traders in September 
than in August, while there was an increase in the 
number among manufacturers. 


insolvencies were very 
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RETAIL 


Retail merchants in New England are finding 
that business this fall is very good,—much better 
than it was a year ago. The groups of concerns 
which report trade conditions regularly to this 
bank agreed in placing the volume of business 
in September this year above that of the corre- 
sponding month in any of the three previous 
years. The comparison with 1920, when prices 
were so much higher, is particularly significant 
and is a convincing argument toward proving 
that the condition of retail 
excellent. 

All during the depression, people continued 


present trade is 


to buy about as many units of merchandise as 
they had bought during the boom period of 1920, 
but called for a lower quality of merchandise. 
There has been a marked reversal of this con- 
dition within the past few weeks, probably re- 
sulting from a widespread belief and confidence 
that business conditions were generally on the 
mend, and that the country was headed toward 
better times. It was not until August of this 
year that the Boston department stores reported 
that their average sale had a larger value than 
during the corresponding month the year pre- 
vious. They reported again in September a 
larger average sale than in the same month last 
year. Perhaps not all of this improvement is due 
to consumers buying a better quality of mer- 
chandise, because undoubtedly the tendency for 
Net Sales 


during Sept., 1922, 
compared with 














Sept., 192 Aug., 1922 

8 Boston Department Stores 7.5 + 35.9% 
17 Other N. E. Departmer + 18.7% +17.5' 
25 Total Department Sto 17 31 
4 Women’ I Shop 12.7 10.2 

*3 W ( pparel Shops 

NET SALES 
TWENTY FIVE NEW ENGLAND DEPARTMENT STORES 
A 
Average monthly net sales — January through June, 1919 = 100. 


TRADE 
retail prices is to increase, following the con- 
tinued upward movement in wholesale prices. 

Merchants situated in suburban cities and 
towns are apparently not heavily stocked with 
goods, if the reports received by this bank are 
typical and are representative enough to war- 
rant conclusions being drawn from them. Those 
department stores located in other New England 
cities than Boston reported that their stocks on 
hand on October 1, measured by the retail value, 
were smaller than in any of the previous three 
years. Women’s apparel shops in Boston re- 
ported the same condition. Only the Boston de- 
partment stores showed that they were main- 
taining stocks above last year and that the usual 
seasonal increase took place during September. 
There are two plausible explanations for the low 
stocks of the suburban department stores. In 
the first place, sales have increased faster this 
fall than it was generally anticipated they 
would, and stores may have underbought in an- 
ticipation of this, and in the second place, the 
shortage of freight cars is tending to slow up 
shipments. These conditions make for a serious 
situation, and one which apparently will not 
improve materially, if at all, before Christmas. 

Collections improved during September, as 
compared with August. 

The bank will be g nish the statistical data upon which this 


is based to 1ant who wishes to compare them with 
*s statisti 






article 
his own stort 


Outstanding Orders 
for Merchandise 
on Sept. 30, 1922, 
compared with 


Stocks at Retail 
on Sept. 30, 1922, 


Ratio of Stocks 
compared with T 


to Net Sales 


Sept. 30,1921 Aug. 31,1922 JulythruSept., Purchases during 
1922 1921 
+6.7% +13.0% 3.58 7-63" (7 stores) 
3.4 + 6.90% 4.39 7.50% (g stores) 
3.6% +11.2% 3.79 7.88% 16 stores) 
—9.4%* +44.8%* 2.54* 10:20“ ¢* 
AMOUNT OF THE AVERAGE SALE 
FIVE BOSTON DEPARTMENT STORES 
Dec 
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Compiled by the Federal Reserve Bank of Boston. 
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THE POSITION OF THE PAPER INDUSTRY 


Production in the paper industry is very nearly 
on a capacity basis. The latest complete figures 
available show an output 97 per cent. as large 
as that attained at the peak of prosperity dur- 
ing the summer of 1920, with new records estab- 
lished in the newsprint, wrapping, tissue, felt 
and building paper branches of the industry. 
Production of book and fine papers, only slightly 
less active, approximates 90 per cent. of capac- 
ity. Shipments in excess of current production 
reduced mill inventories on September 1 to the 
lowest level reached during 1922 and this fact, 
combined with the moderate stocks carried by 
jobbers and publishers, indicates that the de- 
mand for paper is steadily absorbing current out- 
put. Heavy railroad carloadings (especially of 
manufactured goods packed, to a considerable 
extent, in paper or cardboard containers), the 
large amount of new construction with its demand 
for felt and building papers, and continued gains 
in both the circulation and volume of adver- 
tising among magazines and newspapers, are dis- 
tinctly favorable factors in the situation. 

Prices have been slow to respond to increases 
in demand. This is due in considerable part to 
the fact that the paper industry requires a high 
degree of activity before its operations can be 
placed on a profitable basis; the investment in 
plant and equipment is heavy, and during times 
when orders are scarce, the temptation is prob- 
ably stronger than in most lines to accept busi- 
ness at any price that will meet bare operating 
expenses, regardless of how little additional is 
obtained toward fixed charges. Extremely heavy 
inventory losses were the rule rather than the 
exception during 1921, and this intensified com- 
petition. The increased scale of operations dur- 
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ing the past twelve months should make it pos- 
sible for sales effort, hitherto directed toward 
securing volume of business, to devote itself to 
maintaining that volume of business at a price 
that permits reasonable manufacturing profits. 
Confidence in the stability of present quotations 
is strengthened by the substantial increases that 
have occurred in the cost of raw materials used 
in paper manufacturing. 

How intimately the industry as a whole is 
linked to the trend of general business conditions 
is shown by the charts at the bottom of this page. 
Paper manufacturing felt the effects of the short 
depression that followed the Armistice in the 
winter of 1918-1919, then recovered rapidly and 
for more than a year enjoyed both a large volume 
of business and profitable prices. There is a ten- 
dency for paper manufacturing to feel the effects 
of a change in the trend of general business at a 
later date than most of New England’s other 
important industries—in fact the drastic defla- 
tion in commodity prices during 1920 caused 
almost complete stagnation in the textile indus- 
try before its effect in curtailing paper produc- 
tion became noticeable. In similar fashion re- 
covery in the textile industry during the early 
months of 1921 was rapid, but the production of 
paper did not reach its lowest ebb until July of 
that year—since that time the trend, though at 
times irregular, has been definitely upward. 
Paper prices show the same tendency as paper 
production; based on contracts that frequently 
run a considerable length of time, they are apt 
to move at a later date than the prices of whole- 
sale commodities in general. The effect of an 
increase in demand is already noticeable, how- 
ever, in present price quotations. 
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Paper prices are based on Domestic and Canadian contracts. 


of Wholesale Commodity Prices — U. S. Department of Labor. 
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THE RELATIONSHIP BETWEEN MAGAZINE ADVERTISING 
AND THE VOLUME OF BUSINESS 


The growth of large scale production has re- 
quired an efficient nation-wide distribution of 
merchandise. Hence magazine advertising, be- 
cause of its nation-wide appeal, has grown as a 
natural corollary. Perhaps the one industry 
which more than any other has forced the use of 
a national appeal through the magazine is the 
automobile industry. Both tire and car pro- 
ducers have been generous users of advertising 
space in magazines of wide circulation. The ef- 
fect of the growth of the automobile industry, as 
well as its periods of depression and prosperity, 
can be traced in fact on the first chart below, 
which shows the trend of the volume of magazine 
advertising since 1914. During 1918, as a result 
of the war, automobile production was curtailed 
and magazine advertising likewise fell off. In the 
post-war boom when many concerns were mak- 
ing large profits they spent freely for advertising 
because of the knowledge that the excess profits 
tax would take away a good portion of their in- 
come. Advertising had a very poor year in 1921, 
and did not feel the effects of better general busi- 
ness until the first of 1922. 

A close statistical examination of the trend of 
advertising discloses the fact that more adver- 
tising is done when business is good and sales are 
therefore easy to make than when business is 
poor and sales are difficult. As the science of 
using advertising improves, there is reason to 
believe that the tendency will be to reverse this 
policy, and that more advertising effort will be 
made during a depression than has recently been 
the case. 

The cycle of the volume of magazine adver- 
tising tends to follow the general business cycle 
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It will be noticed from this 
chart that when the volume of advertising is cor- 


by a few months. 


rected for the usual seasonal variations, the low- 
est point in the last depression was not reached 
until December, 1921, whereas most of the stand- 
ard indices of business indicate that the worst of 
the business depression was reached in the sum- 
The re- 
verse condition was true in 1920 at the peak of 
the post-war boom, when advertising did not 
decline until some months after business had 
started downward. 

There is a well-defined seasonal variation in 
the amount of advertising carried by magazines 
having nation-wide circulation. There is an 
equally well-defined seasonal variation in the 
actual volume of retail distribution of merchan- 
dise over the counter to consumers. The trends 
of the seasonal variation of advertising and de- 
partment store trade are shown on the second 
chart at the bottom of this page. The curve rep- 
resenting retail trade is based on the sales of de- 
partment stores scattered all over the country. 
While the two curves are similar to a marked de- 
gree, there is one important distinction in that 
the volume of retail business in the fall and win- 
ter seasons is larger than during the spring and 
summer seasons, whereas in advertising the re- 
verse is true. In other words, advertising can 
apparently produce better results in the fall and 
winter than in the spring and summer. The 
seasonal variation of national advertising seems 
rather large, especially inasmuch as it is used for 
its cumulative effect more than for its immediate 
results. , 


mer of that year—six months earlier. 
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Basis of Retail Trade data—Federal Reserve Bulletin. 
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Condition of Selected Member Banks 


(In Thousands of Dollars) 
Banks in Portland, Fall River, New Bedford, 
Banks in Boston. Springfield, Worcester, Providence, 
Hartford and New Haven. 


Change since Change since 
RESOURCES Oct. 18,'22 Sept. 20,22 Oct. 19,'21 Oct. 19, 21 Oct. 18,22 Sept. 20,22 Oct. 19,’21 Oct. 19,"2 I 
Commercial Loans and Investments, $528,187 $514,243 $527,325 +$ 862 $325,559 $321,331 $296,888 + $28,671 
Loans Secured by U. S. obligations, 17,842 12,973 31,444 — 13,602 6,727 6,426 15,136 — 8,409 
Loans Secured by Stocks and Bonds, 189,146 170,991 145,463 + 43,683 84,690 79,737 69,218 + 15,472 
U.S. Certificates Owned . ‘ : 6,519 6,338 1651 + 4,868 1,368 2,345 5,527 — 4,159 
Other U.S. Obligations Owned . ; 70,630 59,956 12,423 + 58,207 82,987 79,008 46,525 + 36,462 
Total Loans and Investments 812,324 764,501 718,306 -+ 94,018 501,331 488,847 433,294 + 68,037 
Cashin Vaults. ‘ 8,875 8,376 11,738 — 2,863 16,376 14,864 14,207 + 2,169 
Reserve at Federal Rese rve B: ank : 73,018 66,886 62,932 + 10,086 26,003 25,453 21,120 + 4,883 
LIABILITIES 
Net Demand Deposits : P , 653,927 619,789 584,430 + 69,497 286,924 277,943 246,235 + 40,689 
Time Deposits ; s , , : 106,965 112,263 74,869 + 32,096 178,238 178,159 138,635 + 39,603 
Government Deposits > é ; 27,314 10,314 9,477 + 17,837 10,190 2,210 2,786 + 7,404 
Total Deposits A 788,206 742,366 668,776 -+119,430 475,352 458,312 387,656 + 87,696 
Money Borrowed at I'ed. hes. Bank, 21,056 17,463 32. ps — 11,406 1,755 1,615 8,788 — 7,033 
Capital 2 : 56,150 57,020 56,200 — 50 32,900 32,900 31,350 + 1,550 
Surplus ‘ ‘ : 2 61,600 62,194 62,149 — 549 32,250 32,250 29,500 + 2,750 
Undivided Profits — : : 20,396 20,179 25,297 — 4,901 19,207 19.053 17,652 + 1,555 
Ratio of Borrowings to Total Loans, 2.6% ZS So 45% — 19% AX 3% 20% — 1.6% 
Condition of Federal Reserve Bank of Boston 
(In Thousands of Dollars) 
RESOURCES LIABILITIES 
Oct.18,’22 Sept.20,’22 Oct. 19,’21 Oct.18,’22 Sept.20,’22 Oct.19,’21 
Gold Reserve againstl’.R.Notes $194,407 $205,679 $217,746 Capital ; : ; . $8,135 $8,105 $7,935 
Gold Reserve against Deposits, 46,307 44,040 40,780 Surplus i . : 7 16,483 16,483 16,342 
‘Total Gold . ? . 240,714 249,719 258,526 Deposits: 
Legal Tender and Silver . ~ 22,417 8,043 16,747 Government 901 2,708 1,699 
‘Total Cash Reserves =. 253,131 257,762 275,273 Member Bank Reserves, 130,805 122,524 113,848 
5Q¢ 968 
Discounts secured by U.S. Sec.. 9,899 7,449 24,847 All other . way s eo! he 268 
Discounts—Commercial Paper, 20,776 TSE 46,953 Fotal Deposits : 132,307 = 125,831 = 116,515 
Bankers’ Acceptances purchased, 23,843 14,807 4,500 Federal Reserve Notes. 200,790 190,351 231,940 
U.S. Sec. against F.R. Bk. Notes, 2,750 3,250 13,936 Federal Reserve Bank Notes, 2,139 2,572 7,906 
Other U.S. Securitiesowned . 28,344 21,937 730 Collection Items ; P 56,458 48,129 46,640 
Total Earning Assets . 85,612 66,962 90,966 All other liabilities. , 1,643 1,534 4,048 
Uncollected items . F ~ #2982 62,135 59,833 Total Liabilities. 417,955 393,005 431,326 
Other resources : é ‘ 6,230 6,146 5,254 Reserve Ratio . 76.0% 81.5% 79.0% 
‘Total Resources ; . 417,955 393,005 431,326 Loans to other Fed. Res.B: anks, 0O 0 16,043 
Charges to Depositors’ Accounts 
Other than Banks’ or Bankers’ 
(Monthly Averages of Weekly Totals in Thousands of Dollars) 
Per cent Percent 
Sept. Aug. ot Sept. of 
1922 1922 Change 1921 Change 
Boston P r , z $277,566 $257,128 + 7.9% $267,480 + 3.8% 
Bangor. : : ‘ 3,149 2,886 + 9.1 3,196 — 1.5 
Brockton . P ? : 4,483 4,304 + 4.2 — U0U0U0UC 
Fall River Bee aes 6,193 6,158 + 6 6.359 == 26 
Hartford .. , : 19.811 19,765 + .2 19,550 +. 33 
Holyoke . . ; . 3,229 2,791 + 15.7 2.671 + 20.9 
Lowell P : : : 4,338 4,298 + 9 4,344 — .l 
yn, to ie) Ss 5,459 5,132 + 6.4 CUté«tsC 
Manchester. : : 3,705 3,693 + 3 4,129 — 10.3 
New Bedford . : : 4,976 5,930 —16.1 5,981 — 16.8 
New Haven . : : 17,794 16,943 + 5.0 14,807 + 20.2 
Portland .  « «. : 7,930 8,037 — 1.3 7,093 + 11.8 
Providence. ; 28,849 25,719 + 12.2 28,153 + 2.5 
Springfield aes 14,118 13,144 + 7.4 11,791 + 19.7 
Waterbury ‘ ; 7 6,053 5,943 + 19 5,022 + 20.5 
Worcester . : ; , 13,421 13,095 + 2.5 12,994 + 3.3 


*Not reporting. 
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SUMMARY OF BUSINESS AND FINANCIAL CONDITIONS 
THROUGHOUT THE COUNTRY 


By the Federal Reserve Board 


OCTOBER 26, 1922 


Difficulties in handling the increased freight 
traffic due to car shortage have become an im- 
portant factor in the current industrial situation. 
The total 


during September, chiefly because of heavy load- 


number of cars loaded increased 
ings of coal and livestock. 

The production of bituminous and anthracite 
coal was restricted in the latter part of September 
when a shortage of over 40,000 cars developed. 
A shortage of box cars appeared in the first week 
in August, and by October 7 amounted to 71,063 
cars. 

The difficulty in securing cars for shipment has 
led to some curtailment of production in lumber 
and finished steel products. The output of pig 
iron and steel ingots, however, has expanded 
steadily since August. Cotton and woolen mills 
continue to operate at close to capacity. Agri- 
cultural receipts continue to be heavy. 

Wholesale trade showed improvement during 
September. Increases occurred in sales of hard- 
ware and furniture which reflected the large 


volume of residential building. 


Seasonal de- 


clines occurred in sales of farm implements and 
automobile supplies, but sales were much larger 
than a year ago. 

Retail trade continued to improve during 
September and department store sales were 
larger in all districts than in September, 1921. 

The wholesale price index of the Bureau of 
Labor Statistics declined from 155 in August to 
153 in September, owing chiefly to the fall in coal 
prices. Prices of building materials and metals 
continued to rise. 

Bank debits in 140 cities, excluding New York, 
were 4 per cent. larger in September than in 
August, 1922, and 9 per cent. larger than in 
September, 1921. 


Loans of reporting banks in leading cities 


show an increase of $360,000,000 for the four 
weeks ending October 18, and demand deposits 
advanced $245,000,000. 

Federal Reserve Bank discounts for the four 
weeks ended October 25 increased $49,000,000 
and note circulation expanded by $56,000,000. 
The reserve ratio shows a slight decrease from 
78.4 to 77.6 per cent. 
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